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Docke t No. E-01345A-03-0660IN THE MATTER OF ARIZONA PUBLIC
SERVICE COMPANY REQUEST FOR A
PARTIAL VARIANCE TO A.A.C. R14-2-
1618 TO ALLOW RENEWABLE SOLAR
THERMAL ENERGY THAT REPLACES
NATURAL GAS USAGE TO BE
RECOGNIZED FOR THE
ENVIRONMENTAL PORTFOLIO
STANDARD

C LAR IF IC ATIO N THAT
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S TANDARD RULES  S UP ERS EDE
CE RTAIN P RO VIS IO NS  O F
DECIS ION NO. 66565

AND REQUEST FOR
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Arizo n a  P u b lic  S e rvice  Co mp a n y ("AP S " o r "Co mp a n y") is  ma kin g  th is  filin g  in

complia nce  with  the  Arizona  Corpora tion  Commis s ion 's  ("Cornrn is s ion") compre he ns ive

Re ne wa ble  Ene rgy S ta nda rd ("RES ") Rule s , A.A.C. R14-4-1801 e t. s e q. AP S  he re by file s  its

Imple me nta tion P la n, a s  re quire d by A.A.C. R-14-2-1813, its  Uniform Cre dit Purcha se  P rogra m,

a s  re quire d by A.A.C. R-l4-2-1810, which the  Compa ny re fe rs  to  a s  its  Dis tribute d Ene rgy

Adminis tra tion  P la n  ("DEAP "), its  Re s e t of the  Compa ny's  a uthorize d Re ne wa ble  Ene rgy

Adjus tor Ra te  S che dule , a s  re quire d by A.A.C. R-l4-2-l808(D), a nd its  Cus tome r S e lf-Dire cte d

Renewable  Ene rgy Resources  Ta riff, a s  required by A.A.C. R-14-2-l809.

The  Compa ny is  s e e king a pprova l of its  Imple me nta tion P la n a nd the  DEAP , which

re fle c t  fu ll c o m p lia n c e  with  a ll p ro vis io n s  o f th e  re c e n tly a d o p te d  R E S  R u le s .  Th e

Implementa tion P lan describes  the  Company's  approach to fully implement the  RES requirements

for dis tribute d ge ne ra tion, which would a llow individua ls  a nd bus ine s s e s  to a cce s s  funding to

facilita te  the  widespread applica tion of renewable  re sources , a s  we ll a s  the  Company's  approach
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for a cquiring the  re ne wa ble  ge ne ra tion re s ource s  ne ce s s a ry to me e t the  RES  Rule s ' Re ne wa ble

Ene rgy Re quire me nts ]

The  RES  Rule s  s e t out thre e  a pproa che s  for a  utility compa ny to re que s t funding to me e t

the  re quire me nt of the  rule s : by filing a  ta riff;2 by filing a  re que s t to re s e t a  pre vious ly- a uthorize d

re ne wa ble  e ne rgy a djus tor me cha nis m,3 or by filing a  ra te  ca s e .4 Be ca us e  the  Commis s ion ha s

pre vious ly a uthorize d a  re ne wa ble  e ne rgy a djus tor for AP S  ("Adjus tor"), the  Compa ny is  s e e king

to re s e t the  curre nt Adjus tor me cha nis m. Unde r the  curre nt Adjus tor, the  Compa ny would colle ct

a pproxima te ly $10 million in  2008, a long with  a nothe r $6 million in  ba s e  ra te s . To fully comply

with RES  Rule s , AP S  is  e s tima ting tha t it would re quire  a n a dditiona l $33.2  million, for a  to ta l of

$49 .2  million  in  2008 . The re fo re ,  the  c u rre n t Adjus to r mus t be  re s e t to  c o lle c t 843 .2  million ,

wh ic h  will re s u lt  in  a n  Ad ju s to r ra te  o f $ 0 .0 0 4 7 3 7  /kp h ,  with  m o n th ly c a p s  o f $ 1 .8 9  fo r

re s ide n tia l c us tome rs ,  $70 .39  fo r c omme rc ia l a nd  indus tria l c us tome rs  le s s  tha n  3  MW, a nd

$211.16 for comme rcia l a nd indus tria l cus tome rs  gre a te r tha n 3 MW. The s e  e s tima te s  a s s ume  the

s a me  proportiona lity be twe e n ra te  cla s s e s  tha t is  in pla ce  with the  curre nt Adjus tor, a s  re quire d by

De cis ion No. 67744.15
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As  pa rt of this  filing, the  Compa ny is  a ls o s e e king cla rifica tion tha t the  RES  Rule s  a re  the

s ta nda rd tha t a pplie s  to re ne wa ble  e ne rgy is s ue s  for AP S , s o tha t ce rta in rulings  tha t pe rta in to the

fa nne r E nvironme n ta l P o rtfo lio  S ta nda rd  ("E P S ") Ru le ,5  a re  no  longe r a pp lic a b le  o r le ga lly

b ind ing . S pe c ifica lly, the  Compa ny is  s e e king c la rifica tion  tha t for AP S , the  RES  Rule s  ha ve

s upe rs e de d the  EP S  Rule , a nd tha t the  pa rtia l va ria nce  of the  EP S  Rule  gra nte d in De cis ion No.

66565 has  a lso been superseded.

The  Compa ny furthe r re que s ts  tha t the  Commis s ion ma ke s  a  de te rmina tion on a ll the s e

re la ted is s ues , and reques ts  tha t the s e  ma tte rs  be  cons olida ted. .

24 A. IMPLEMENTATION PLAN

25 The  RES  Rule s  re quire  tha t the  Compa ny file  a n a nnua l pla n tha t de s cribe s  how it inte nds

26

27

28

l

2

3

4

5

See, A.A.C. R14-2-1804 and 1805.
A.A.C. R-14-2-1808(A).
A,A.C. R-14-2-1808(D).
A.A.C. R-14-2-1808(E).
A.A.C, R14-2-1618.
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to comply with the  RES  Rule s  for the  ne xt ca le nda r ye a r for Commiss ion re vie w a nd a pprova l.

In compliance  with tha t provis ion, APS he reby provides  its  Implementa tion P lan tha t describes , to

the  extent possible :

4 te chnology tha t the  Compa ny is

5

6

7

The  Eligible  Re ne wa ble  Ene rgy Re s ource s t

propos ing to be  added each of the  next live  yea rs  and a  description of the  kW and kph expected

to be  obta ined from each of those  resources,

The  e s tima ted cos t of those  Eligible  Renewable  Energy Resources , including cos t
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pe r kph a nd tota l cos t pe r ye a r,

A description of how each Eligible  Renewable  Energy Resource  will be  obta ined,

A propos a l tha t e va lua te s  whe the r the  Compa ny's  e xis ting ra te s  a llow for the

ongoing recovery of the  reasonable  and prudent costs  of complying with the  RES Rules , and

5. A line  item budge t tha t a lloca te s  specific funding.

The  Company's  Implementa tion P lan is  a ttached as  Exhibit A. (Because  the  Implementa tion P lan

conta ins  compe titive ly confidentia l informa tion, tha t informa tion has  been redacted in the  ve rs ion

15 file d  in  Docke t Contro l. The  informa tion will be  provide d to  Commis s ion S ta ff a nd othe r
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appropria te  parties  to this  proceeding upon execution of a  confidentia lity agreement.)

The  Company has  addressed each of these  provis ions  to the  bes t of its  ability a t this  time .

It is  expected tha t expans ive  provis ions  of the  new RES Rule s  will spur the  deve lopment of new

a nd improve d  re ne wa ble  e ne rgy te chnologie s  a nd  a pplica tions . Be ca us e  th is  is  the  firs t

Imple me nta tion P la n to be  file d unde r the  re ce ntly a dopte d RES  Rule s , the re  re ma ins  much

uncerta inty a s  to renewable  ene rgy marke ts  in the  future . As  a  re sult, the  Company has  prepa red

its  be s t e s tima te  of te chnologie s  tha t may be  ava ilable  to the  marke tplace  in the  next five  yea rs ,

eva lua ting a ll the  informa tion tha t is  ava ilable  to it a t this  time .

In  complia nce  with  R14-2-l8 l0(B), AP S  is  filing  its  DEAP , which  is  the  Compa ny's

Uniform Cre dit P urcha s e  P rogra m. The  DEAP  incorpora te s  virtua lly a ll of the  pre limina ry

re comme nda tions  re a che d by a n informa l working group tha t wa s  e s ta blis he d by Commis s ion

The  DEAP , which a ddre sse s  the  consume r pa rticipa tion proce ss , budge ts ,S ta ff during 2006.

28
6 See, A.A.C. R-14-2-1802.
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I ince ntive  le ve ls , e ligible  te chnologie s , s ys te m re quire me nts  a nd ins ta lla tion re quire me nts ,

2 The  Compa ny's  DEAP  is

3

provide s  a  progra m tha t will e ncoura ge  cus tome r pa rticipa tion.

a ttached as  Exhibit B.

4 B. MO DIF IC ATIO N O F  THE  ADJ US TO R  ME C HANIS M
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AP S  is  a ls o  s e e king  fund ing  fo r re cove ry o f its  re a s ona b le  a nd  p rude n t cos ts  o f

imple me nta tion a nd complia nce  with  the  RES  Rule s , through a  modifica tion to  its  curre nt

Adjus tor, a s  provide d for in  RES  Rule  R-l4-2-l808(D). The  Compa ny is  re que s ting tha t the

Commiss ion re se t its  curre nt Adjus tors  to $0.004737 /kph to cove r its  cos ts  for full complia nce

with  the  RES  Rule s . Although the  Compa ny ha s  a na lyze d a lte rna tive s , the  propos e d RES

Adjus tor ra te s  ma inta in the  proportiona lity a dopte d in De cis ion No. 67744. The  Compa ny's

Imple me nta tion P la n provide s  the  da ta  ne ce s s a ry to s upport the  le ve l of cos ts  the  Compa ny

believes will be  incurred, and the  da ta  necessary to demonstra te  tha t the  proposed ra te  schedule  is

des igned to recover only cos ts  in excess  of marke t cos t of comparable  genera tion. The  proposed

Renewable  Energy Standard Rate  Schedule  is  a ttached as Exhibit C.

15 c. AP P RO VAL O F S E LF-DIRE CT TARIFF

16

1 7

1 8

19

RES  Rule  R-14-2-l809(A) re quire s  the  Compa ny to tile  a  ta riff unde r which a n Eligible

Cus tome rs  ma y a pply to re ce ive  funds  to ins ta ll Dis tribute d Re ne wa ble  Ene rgy Re s ource s .

De ta ils  re ga rding the  S e lf-Dire ct progra m a re  include d in the  Compa ny's  DEAP . The  propose d

Customer Se lf-Directed Renewable  Resources  ta riff is  a ttached as  Exhibit D.

20 D. NATURAL G AS  DIS P LACE ME NT . - P ARTIAL VARIANCE
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In De cis ion No. 66565, the  Commiss ion gra nte d a  pa rtia l va ria nce  to A.A.C. R14-2-l618

to a llow for s ola r the rma l e ne rgy tha t re pla ce d na tura l ga s  us a ge  to  be  re cognize d for the

Environme nta l P ortfolio S ta nda rd ("EP S "). A.A.C. R14-2-l618. Tha t rule  re quire d utilitie s  to

de rive  a  portion of the ir tota l re ta il e ne rgy s old from ne w s ola r re s ource s  or e nvironme nta lly

frie ndly re ne wa ble  e le ctricity te chnologie s . The  EP S  ru1e 9 a llowe d up to 20 pe rce nt of the

26

27
7

8

28

portfolio re quire me nt to be  me t with s ola r wa te r he a ting or s ola r a ir conditioning s ys te ms , a nd

The Company's  current Adjus tor was  authorized in Decis ion No. 67744 (April 7, 2005).
Under the RES Rules , an "Eligible Cus tomer" is  an entity tha t pays  ta riff funds  of a t leas t $25,000 annua lly for any

number of re la ted a ccounts  or s ervices  within a n Affected Utility's  s ervice a rea . A.A.C. R-14-2-l80l(H).
9  A.A.C.  R14-2-l6 l8(K).

]9439971
4



\

1

2

3

4

5

6

7

8

9

10

1 1

1 2

1 3

1 4

spe cifie d tha t sola r wa te r he a te rs  mus t re pla ce  or supple me nt the  use  of e lectric water hea te rs .

(Emphasis  added.)

In Decis ion No. 66565, the  Commiss ion granted APS a  pa rtia l va riance  to tha t rule , which

a llowed a  limited amount of renewable  sola r the rmal energy tha t replaced na tura l gas  usage  to be

recognized for the  EPS . Specifica lly, no more  than two cus tomer ins ta lla tions  pe r ca lenda r yea r,

with a  tota l displa ce me nt of na tura l ga s  not to e xce e d 60,000 te rms  pe r ca le nda r ye a r would be

a pplica ble  to the  EP S  re quire me nts . The  ins ta lla tions  purs ua nt to this  pa rtia l va ria nce  we re

limited to the  displacement of exis ting na tura l gas  wa te r hea ting sys tems, and could not utilize  the

EP S  fund ing  fo r the  d is p la ce me nt o f na tu ra l ga s  in  ne w cons truction . In  a dd ition , a ny

supple me nta l or ba ckup wa te r he a ting sys te m us ing ga s  wa s  re quire d to use  na tura l ga s  to be

e ligible  to rece ive  EPS funding for sola r hot wa te r sys tem convers ion.

The  RES  Rule s  a re  s ile nt re ga rding a  re quire me nt tha t s ola r e ne rgy mus t re pla ce  or

supplement of the  use  of e lectricity. The re fore , but for the  manda te  of Decis ion No. 66565, APS

be lieves  tha t sola r appliances  tha t displace  na tura l gas  can be  cla imed as  a  credit toward mee ting

1 5 the  a nnua l re ne wa ble  e ne rgy re quire me nt of the  RES  Rule s . It is  fo r tha t re a s on  tha t the

1 6

1 7

Compa ny is  re que s ting  tha t the  Commis s ion cla rify tha t the  pa rtia l va ria nce  provis ions  of

Decision No. 66565 are  superseded by the  RES Rules.

1 8 E. CLARIFICATION THAT RES  RULES  S UP ERS EDE THE EP S  RULES .

1 9

20

21

22
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24

25

The  Compa ny be lie ve s  tha t it wa s  the  inte nt of the  Commis s ion tha t the  RES  Rule s

re pla ce  a nd supe rse de  the  EPS  Rule , ye t the re  is  no spe cific provis ion in the  RES  Rule s  to tha t

e ffe ct. The  RES  Rule s  a llow for a  wide r va rie ty of re ne wa ble  re source s , which re sults  in conflict

with the  na rrow provis ions  of the  EP S  Rule .l0. The  RES  Rule s  a ls o include  compre he ns ive

annua l reporting requirements , such a s  requiring a  Company to report: the  actua l kph of ene rgy

ob ta ine d  from Elig ib le  Re ne wa b le  Ene rgy Re s ource s ,H the  kW of ge ne ra tion  ca pa c ity,

dis a ggre ga te d by te chnology type ,12 the  cos t informa tion re ga rding ce nts  pe r a ctua l kph of

26

27

28

10 The EPS Rule limited renewable resources  to solar resources  and in-s ta te landfill gas  genera tors , wind genera tors
and biomass  genera tors . A.A.C. R14-2-1618. The RES Rules  have s ignificantly broadened the kinds  of renewable
resources  tha t qua lify, and a llow for out-of-s ta te resources . A.A.C. R14-2-2-1802.
11 A.A.c. R14-2-i812(B)(1).

A.A.C. R14-2-1812(B)(3).IZ
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e ne rgy obta ine d from Eligible  Re ne wa ble  Ene rgy Re s ource s  a nd ce nts  pe r kW of ge ne ra tion

capacity, disaggrega ted by technology type ,13 and the  breakdown of Renewable  Ene rgy Credits

("RECs ") us e d to s a tis fy both the  Annua l Re ne wa ble  Ene rgy Re quire me nt a nd the  Dis tribute d

Re ne wa ble  Ene rgy Re quire me nt a nd a ppropria te  docume nta tion of the  Affe cte d Utility's  re ce ipt

of those  REcs .'4 APS be lieves  tha t the  RES Rules  reporting requirements  have  subsumed s imila r

re porting  re quire me nts  in  o the r docke ts , bu t unle s s  th is  pos ition  is  a cknowle dge d by the

Commiss ion, the  Compa ny will ha ve  to comply with both EPS  a nd RES  re quire me nts . S imila rly,

the  Compa ny ha s  re porting re quire me nts  re la te d to re ne wa ble  e ne rgy re s ource s  from othe r

previous Commission dockets , such as the  1994 Integra ted Resource  Planning docket,15 which the

Company be lieve s  a re  appropria te ly subsumed in the  RES  Rule s  reporting requirements . [See,

a tta che d Exhibit E, which re fle cts  the  Compa ny's  curre nt re porting re quire me nts .] For the s e

re a s ons , AP S  re que s ts  tha t the  Commis s ion cla rify tha t the  EP S  Rule  ha s  be e n re nde re d

unne ce s s a ry with the  a doption of the  RES  Rule s , a nd tha t AP S  mus t comply only with the

requirements  of the  RES Rules , rendering reporting requirements  in other dockets  unnecessary.

1 5 F . RE Q UE S T F O R CO NS O LIDATIO N

1 6

1 7

1 8

All the  issues  ra ised he re in a re  substantia lly the  same , and inte res ted pa rtie s  will suffe r no

pre judice  in  ha ving the s e  ca s e s  cons olida te d. The re fore , for purpos e s  of a dminis tra tive

efficiency, the  Company requests  tha t the  Commission consolida te  these  matte rs .

1 9 G. C O NC LUS IO N

20 For the  re a sons  discusse d a bove , APS  re que s ts  tha t the  Commiss ion consolida te  the se

2 1 matters  for de te rmina tion and issue  an order tha t:

22

23

24

25

Approves  the  Company's  Implementa tion P lan,

Approve s  the  Compa ny's  Dis tribute d Ene rgy Adminis tra tion P la n,

Approves  the  rese t of Colnpany's  renewable  energy adjustor ra te ,

Approves  the  Company's  Se lf-Directed Renewable  Resources  ta riff,

26

27

28

18

14

15

A.A.C. R14-Z-1812(B)(4).
A.A.C. R14-2-1812(B)(5).
Docket No. U-0000-93-052,
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1

2 No.

3

Cla rifie s  tha t the  RES Rule s  supe rsede  the  pa rtia l va riance  provis ions  of Decis ion

66565 re la ted to the  displacement of na tura l gas usage  by solar thermal energy, and

Cla rifie s  tha t for AP S , the  RES  Rule s  supe rse de  the  provis ions  of the  EP S  Rule

4

5

6

and other reporting requirements re la ted to renewable  energy resources.

RES P ECTFULLY S UBMITTED this  7th da y of Augus t, 2007.

ZONA P UBLIC S ERVIC

?
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B y
)

a h R.S cott
P innzi e  We s t Ca pita l C
400 East Van Buren
P hoe nix, Arizona  85004-2202

11

12 ORIGINAL a nd 13 copie s  of the  fore going
filed this  7th day of August, 2007 with:

13

14

15

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, Arizona  85007

1 6

1 7

COPY of the  foregoing provided
e le ctronica lly or ma ile d to:

18
Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, AZ 85007

Lori A. Glove r
Co-CEO
S .O.L.I.D. US A, Inc.
10645 N. Ta tum Blvd., Suite  200
Phoenix/{cL AZ 85028

19

20

21 w/w, 4/144/

22

Mr. Chris tophe r C. Ke rnple y
Chie f Counse l, Le ga l Divis ion .
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, AZ 85007

23

24
Andre w W. Be ttwy
Karen S . Ha lle r
Assistants  General Counsel
Le ga l Affa irs  De pa rtme nt
Southwest Gas Corpora tion
5241 Spring Mounta in Road
La s  Ve ga s , NV 89150
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